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Chair McKelvey and Members of the Committee:

The Department of the Attorney General (the “Department”) appreciates the intent of this

bill to assist local small businesses but must oppose it.

Purpose

The purpose of the bill is to alter the contractual relationship between lessors and lessees

of commercial and industrial property. The bill gives lessees the option to extend otherwise

expired leases for at least 35 years. The lease rent for the new term is to be set by a formula

stated in the bill, if the lessor and lessee cannot agree on lease terms, then the lessee is given the

right to purchase the property at a formula set by the bill, if the lessee neither renews the lease

nor buys the property, then a “one hundred percent windfall surcharge tax” is levied on the

lessor.

In addition, section 3 of the bill appears to broaden existing section 519-1, Hawaii

Revised Statutes (HRS), so that it also covers State-owned land.

Discussion

As written, it is not clear whether the bill is intended to apply only to new leases that are

entered into after passage or whether it applies to all leases that expire after passage. Generally

speaking a retroactive law is one that takes away or impairs vested rights acquired under existing

laws or attaches a new obligation, imposes a new duty, or attaches a new disability with respect

to transactions or considerations already concluded. Employees Retirement Sys. v. Chang, 42

Haw. 532, 535 (1958). Retroactive laws are not favored and all laws will be construed as

prospective unless retrospective application is clearly intended and expressly declared, or is
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necessarily implied from the language used. Clark v. Cassidy, 64 Haw. 74 (1981). This

principle is particularly applicable where the statute or amendment involves substantive, as

opposed to procedural, rights. Clark, 64 Haw. at 77; Dash v. Wayne, 700 F. Supp. 1056 (D.

Haw. 1988).

If the bill is passed and challenged, a court considering it would construe the statute to

avoid the constitutional problem if at all possible. Matsuda v. Wada, 128 F. Supp. 2d 659,

665 (D. Haw. 2000). Such a construction would also favor its application only to new leases.

In any event, rather than leaving the issue open to interpretation, we recommend

clarifying the intent of the bill, If it applies only to new leases that are entered into after passage,

it may not have any practical effect for decades. If it applies to all existing leases that expire

after passage, it is likely unconstitutional for reasons we now address.

First the bill proposes to alter the contractual relationship between lessors and lessees in

favor of lessees. The Contract Clause of the United States Constitution, article I, section 10,
clause 1, provides that “No State shall. .. pass any. . . Law impairing the Obligation of

Contracts.”

Although the wording of the Contract Clause is facially absolute, there are circumstances

in which the State may constitutionally affect existing contractual rights. The more drastic the

change, the more closely a court will examine it.

if there is a substantial impairment, the State must have a significant and legitimate

public purpose behind the regulation such as the remedying of a broad and general social or

economic problem. Once the legitimate public purpose is identified, a court would consider

whether the change to the contract is “based upon reasonable conditions” and is reasonably

designed to promote the purpose.

The bill substantially alters existing contracts by forcing lessors to extend the terms of

existing leases and regulating the lease rents they may charge. The articulated purpose for doing

so is that otherwise “thousands of businesses” could be looking for properties to rent in an

environment of “artificially created, speculative land values that do not reflect actual fair market

values.”

Hawai’i land values are undoubtedly high compared to some other states. However, it

would be difficult or impossible to support the proposition that these values are artificial or due
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to speculation instead of scarcity and desirability. Moreover, case law indicates that a court

would likely find the measure provides a~ windfall to lessees, rather than effectively addresses the

perceived problem. Richardson v. City and County of Honolulu, 124 F.3d 1150, 1165—66 (9th

Cir. 1997); Chevron U.S.A., Inc. v. Cayetano, 198 F. Supp. 2d 1182, 1192 (D. Haw. 2002).

These cases were overruled on other grounds in Lingle v. Chevron U.S.A. Inc., 544 U.S. 528

(2005), but their discussion of economic issues remains pertinent.

It is noteworthy that United States District Judge Susan Mollway found a recent, less

pervasive law affecting leases unconstitutional in violation of the Contract Clause. HRPT

Properties Trust v. Lingle, 715 F. Supp. 2d 1115 (D. Haw. 2010). S~c also Anthony v. Kualoa

Ranch, Inc., 69 Haw. 112, 736 P.2d 55 (1987) (law that required lessors to pay, at the sole option

of the lessees, for improvements built upon the leased premises in order to get the leased

premises back, substantially impaired the contractual rights of the parties and was

unconstitutional).

Second, we believe the bill also runs afoul of the Fifth Amendment to the United States

Constitution. That amendment provides that private property can be taken only for a public

purpose upon paying just compensation. The provision requiring lessors to rent their property

for an additional thirty-five years is likely a taking. The provision requiring lessors to sell the

property to tenants is certainly a taking. Requiring the transfer from one private owner to

another (whether by lease or sale) probably does not satisfy the public purpose requirement

under the circumstances. Restricting the price to be paid violates the constitutional requirement

of just compensation.

Finally, the third section of the bill closely tracks existing chapter 519, HRS, except that

the definition of lessor and lessee also includes the State (page 5, lines 13-15). We note that this

definition is not consistent with later wording that restricts the bill to “the lease of private lands”

(page 6, lines 5-6).

As a result of these several constitutional concerns, we respectfully ask the Committee to

hold this bill.
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RELATING TO LEASES

House Bill 1829 proposes to: (1) Require lessors of commercial and industrial property to afford
lessees the option of renewing their leases; and (2) Require, in leasehold renegotiations, that a
rent based on fair market value shall apply even if that value is lower than existing rent and the
lease contract bars the lowering of rent upon renegotiation. The Department of Land and Natural
Resources (Department) opposes this bill.

The bill as drafted appears to apply to• leases of public lands. The definition of “[l]essors”,
“lessees”, “fee owners”, and “legal and equitable owners” for the new Hawaii Revised Statutes
chapter includes the “State of Hawaii and any county or other political subdivision of the State”.
By contrast, the substantive provision in SECTION 2 of the chapter only mentions “leases of
private lands”. If the intent of the bill is to regulate private land leases by mandating renewal
options and prohibiting provisions that bar the lowering of rent at renegotiation, then the State
and public lands should be expressly excluded from the new chapter’s application.

Chapter 171, Hawaii Revised Statutes (“HRS”), imposes a maximum lease term of 65 years for
leases of public lands. This limit is intended to allow a lessee sufficient time to occupy the
property and recoup its investment, while also precluding that lessee from using and occupying
public lands in perpetuity. Upon expiration of a lease, the Department may offer a new lease
with a term of up to 65 years. Chapter 171, HRS, provides for leases to be offered by public
auction to allow any interested member of the public the opportunity to use public lands.’

1 Some people wait all their lives for an opportunity to obtain a State lease. Allowing existing lessees the
option to renew their leases for an additional 65 years and lockup the land for a total of 130 years will
assure some other interested folks will never have an opportunity to even bid on a State lease.



This bill, while providing a benefit to existing lessees, does so at the expense of ensuring fair
competition for the leasing of public lands by effectively excluding other potential bidders
seeking to participate in the public disposition process. The Department acknowledges the need
for long-term leases in order for certain business ventures to be economically viable. However,
options to renew have a chilling effect on other prospective bidders’ willingness to bid on the
property. Many prospective bidders would be reluctant to invest the substantial time, effort and
resources to prepare and submit a bid with the knowledge that the existing lessee can exerëise his
or her right and nullify the bid at any time. Options to renew provide an unfair benefit to the
current lessee by depriving persons awaiting the published termination of the lease a fair
opportunity to compete for the use of those lands at public auction. That inherent inequity
ensures lower bids and consequently less revenue to the State.

An option to renew clearly goes against all the provisions for fairness in the leasing of state land
in Chapter 171, HRS, and inappropriately impinges on the Board of Land and Natural Resources’
(Board) discretionary authority to control the use of state lands. When seeking public lands for
private use, potential lessees are well aware of the benefits and drawbacks of leasing state lands
as opposed to conducting their activities on private lands. First and foremost is the knowledge
that those lands are public assets that must serve primarily the interests of the general public and
the public trust purposes, and secondarily the needs of a private user.

The safeguards and terms for leasing public lands are codified in Chapter 171, HRS, to ensure
transparency and fairness in the disposition of state assets. Paramount in that process is the need
to ensure and maintain the State’s ability to use its land resources when and as needed to meet all
of the State’s obligations and priorities as well as the greater public needs of all of Hawaii’s
residents. Fundamental to that responsibility is the preservation and protection of the
discretionary authority of the Board to consider and determine the most appropriate use of state
land at any given time, including when and if an ongoing use should continue. The Board’s
ability to fulfill its fiduciary obligations to promote all five public trust purposes equally should
never be compromised by any erosion of this authority.

Additionally, requiring a fair market value rent to apply in leasehold renegotiations even if that
value is lower than existing rent and the lease bars the lowering of rent upon renegotiation would
jeopardize a lessor’s ability to plan by subjecting future revenue streams to uncertainty. Chapter
171, HRS, with very limited exceptions, requires that public lands can only be rented at no less
than fair market value. However, since nearly all State lands are public trust lands, the State has
a fiduciary duty to seek the highest possible lease rent for its beneficiaries whenever possible.
The proposed requirement to use a lower fair market rent at renegotiation would undermine the
State’s fiduciary obligations to its public trust beneficiaries.

For all of the foregoing reasons, the Department respectfully requests this bill be deferred.
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In consideration of
H.B. 1829 RELATING TO LEASES.

The HHFDC opposes H.B. 1829. While we have no position on the overall purpose of
this bill, HHFDC does not have the capacity or the expertise in commercial leaseholds
to handle the responsibilities this bill would assign to our agency.

Residential leasehold renegotiation is an ancillary responsibility of the HHFDC, as set
forth in Chapter 519, Hawaii Revised Statutes. However, activity in the residential
leasehold renegotiations program has dwindled over time to the point where it is now
handled by the dedication of 0.5 of a full time equivalent position. Without an
appropriation of funds and additional positions, HHFDC could not carry out the
responsibilities proposed in this bill without jeopardizing our affordable housing mission.

Accordingly, the HHFDC respectfully requests that the Committee defer this bill. Thank
you for the opportunity to testify.
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HOUSE BILL 1829

RELATING TO LEASES

House Bill 1829 proposes to: (1) Require lessors of commercial and industrial property to afford
lessees the option of renewing their leases; and (2) Require, in leasehold renegotiations, that a
rent based on fair market value shall apply even if that value is lower than existing rent and the
lease contract bars the lowering of rent upon renegotiation. The Department of Land and Natural
Resources (Department) opposes this bill.

The bill as drafted appears to apply to leases of public lands. The definition of “[l]essors”,
“lessees”, “fee owners”, and “legal and equitable owners” for the new Hawaii Revised Statutes
chapter includes the “State of Hawaii and any county or other political subdivision of the State”.
By contrast, the substantive provision in SECTION 2 of the chapter only mentions “leases of
private lands”. If the intent of the bill is to regulate private land leases by mandating renewal
options and prohibiting provisions that bar the lowering of rent at renegotiation, then the State
and public lands should be expressly excluded from the new chapter’s application.

Chapter 171, Hawaii Revised Statutes (“HRS”), imposes a maximum lease term of 65 years for
leases of public lands. This limit is intended to allow a lessee sufficient time to occupy the
property and recoup its investment, while also precluding that lessee from using and occupying
public lands in perpetuity. Upon expiration of a lease, the Department may offer a new lease
with a term of up to 65 years. Chapter 171, HRS, provides for leases to be offered by public
auction to allow any interested member of the public the opportunity to use public lands.1

Some people wait all their lives for an opportunity to obtain a State lease. Allowing existing lessees the
option to renew their leases for an additional 65 years and lockup the land for a total of 130 years will
assure some other interested folks will never have an opportunity to even bid on a State lease.



This bill, while providing a benefit to existing lessees, does so at the expense of ensuring fair
competition for the leasing of public lands by effectively excluding other potential bidders
seeking to participate in the public disposition process. The Department acknowledges the need
for long-term leases in order for certain business ventures to be economically viable. However,
options to renew have a chilling effect on other prospective bidders’ willingness to bid on the
property. Many prospective bidders would be reluctant to invest the substantial time, effort and
resOurces to prepare and submit a bid with the knowledge that the existing lessee can exercise his
or her right and nullify the bid at any time. Options to renew provide an unfair benefit to the
current lessee by depriving persons awaiting the published termination of the lease a fair
opportunity to compete for the use of those lands at public auction. That inherent inequity
ensures lower bids and consequently less revenue to the State.

An option to renew clearly goes against all the provisions for fairness in the leasing of state land
in Chapter 171, HRS, and inappropriately impinges on the Board of Land and Natural Resources’
(Board) discretionary authority to control the use of state lands. When seeking public lands for
private use, potential lessees are well aware of the benefits and drawbacks of leasing state lands
as opposed to conducting their activities on private lands. First and foremost is the knowledge
that those lands are public assets that must serve primarily the interests of the general public and
the public trust purposes, and secondarily the needs of a private user.

The safeguards and terms for leasing public lands are codified in Chapter 171, HRS, to ensure
transparency and fairness in the disposition of state assets. Paramount in that process is the need
to ensure and maintain the State’s ability to use its land resources when and as needed to meet all
of the State’s obligations and priorities as well as the greater public needs of all of Hawaii’s
residents. Fundamental to that responsibility is the preservation and protection of the
discretionary authority of the Board to consider and determine the most appropriate use of state
land at any given time, including when and if an ongoing use should continue. The Board’s
ability to fulfill its fiduciary obligations to promote all five public trust purposes equally should
never be compromised by any erosion of this authority.

Additionally, reqUiring a fair market value rent to apply in leasehold renegotiations even if that
value is lower than existing rent and the lease bars the lowering of rent upon renegotiation would
jeopardize a lessor’s ability to plan by subjecting future revenue streams to uncertainty. Chapter
171, HRS, with very limited exceptions, requires that public lands can only be rented at no less
th~ixi fair market value. However, since nearly all State lands are public trust lands, the State has
a fiduciary duty to seek the highest possible lease rent for its beneficiaries whenever possible.
The proposed requirement to use a lower fair market rent at renegotiation would undermine the
State’s fiduciary obligations to its public trust beneficiaries.

For all of the foregoing reasons, the Department respectfully requests this bill be deferred.
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Committee on Economic Revitalization and Business Tuesday, February 14, 2012
Rep. Angus L.K. McKelvey, Chair, Rep. Isaac W. Choy, Vice Chair 8:30 a.m. Conf. Rm. 312
State Capitol, 415 South Beretania Street, Honolulu, Hawaii
Honorable Members of the Committee:

Re: HR 1829 - RELATING TO LEASES

My name is Manya Vogrig, testifying for us as members of the Small Landowners
Association who are in strong opposition to this type of legislation breaking leasehold
contracts and forcing landowners to sell to other private individuals for their own personal gain.

This proposed legislation applies to commercial and industrial leasehold properties. We
think most commercial and industrial property is leasehold, not only in Hawaii but worldwide.
The Title at the top says “Relating to Leases” and may have been worded that way so that the
Bill could be changed at the last minute to apply to residential multi-family developments rather
than “commercial and industrial”. It seems to us, this could very easily happen again, as it has
in past years.

The statements of fact in order to justify a public purpose appear to be twisted without
specifics or mentioning that the lease contract the lessee signed agreed to whatever they are
accusing the lessor of doing.

Hawaii, being limited in land by our island topography, has benefited by the leasehold
system. At Statehood time lawmakers created the Horizontal Property Regime Act to encourage
multi-family developments to provide for the huge influx of people coming to Hawaii. Small
landowners let developers lease their property (usually their only piece of property where their
homes had been for generations had to be combined with their neighbors) to provide this more
affordable housing where the more expensive land did not have to be purchased. The
Developers built the buildings and then sold the units without ever sharing their profits or even
compensating the landowners for their homes. These small landowners were given the promise
of being able to retire, most still living on the same property and their children would be able to
keep the property they had worked so hard for.

Over 500 families in our group were then told some 10 years later that the legislature was
going to require that they sell their property at “reasonable prices” to the lessees who bought
those units from the developer & was only paying to rent the landowner’s property. We found
through studies done, that most properties under leasehold condos were owned by local small
landowners who owned only one lot And that most of the condo unit owners are not the
original owners and had sold at big profits again. Also, a large percentage rent their units out
to local people and are not even citizens of Hawaii. Therefore, they do not vote or pay income
taxes here.

Respectively, the State itself is one of the largest landowners and provides much of
leasehold property for others to use, with the benefit of the property never being lost by the
State. We have seen what has happened to areas where the land was forced to be sold to the
lessees, such as Kahala, with the old homes torn down and newly constructed mansions which
are now vacant after the bubble burst

We ask that you do not pass this legislation out of the Committee as it is twisted and is a
taking of private property for private, not public, purpose, in addition to being without just
compensation using these devaluing equations in the Bill.

Mahalo, Small Landowners Association
contact Manya Vogrig: 922-6934
contact Phyllis Zerbe: 949-9998
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February 14, 2012

Representative Angus McKelvey, Chair
Representative Isaac Choy, Vice Chair

House Committee of Economic Revitalization & Business
Hawaii State Capitol, Room 312; 8:30 AM

RE: HB 1829 - Relating to Leases — In Opposition

Chair McKelvey, Vice Chair Choy and Members of the Committee:

My name is Eric Martinson and I am the President of Queen Emma Land Company (QEL), a non
profit entity whose mission is to fulfill the intent of Queen Emma and King Kamehameha IV to
provide in perpetuity quality health care services to improve the well-being of Native Hawaiians
and all of the people of Hawaii, primarily through The Queen’s Medical Center, a sister
company under The Queen’s Health Systems. QEL accomplishes its mission by managing and
enhancing the income-generating potential of the lands left by Queen Emma, who along with
her Husband King Kamehameha IV had strong commitments to the health care needs of the
people of Hawaii. The income from QEL is solely dedicated to supporting and improving
healthcare services offered primarily through The Queen’s Medical Center, but also through a
number of other health care entities and programs throughout the state.

As an owner and lessor of commercial, industrial and residential real property, QEL strongly
opposes this bill. Bills of similar language and intent have been heard previously in the state
legislature and have repeatedly been identified as violating the Contracts Clause of the U.S.
Constitution by mandating changes to existing leases for the benefit of only one party, the
lessee. For any existing lease, the parties at that time of the agreement settled on mutually
acceptable terms and conditions benefiting and balancing the goals and objectives of the
parties over the term of the agreement. Mandating changes at the end of the term of the lease
destroys pre-existing contractual expectations and obligations that the parties originally
entered into. The extension of an existing agreement should be treated like a new agreement
with both parties negotiating new terms and conditions mutually beneficial to each. Mandating
term, rate of return and valuation with the further threat of forced fee sale, all to the benefit of
the lessee, does not provide the basis for an equitable agreement.

Thank you for the opportunity to strongly oppose HB 1829.
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Hearing Date: Tuesday, February 14, 2012
8:30a.m. Conference Room 312

To: Rep. Angus L.K. McKelvey, Chair
Rep. Isaac W. Choy, Vice Chair
Members of the Committee on Economic Revitalization & Business

RE: House Bill No. 1829 - Relating to Leases

Chairman, McKelvey, Vice Chairman Choy and Members of the Committee

Mahalo for the opportunity to testify in opposition to H.B 1829- Relating to Leases. This bill
impermissibly delegates the right of Eminent Domain to private individuals by allowing any lessee
with a lease of five years or more to force its lessor to extend the lease for a minimum of thirty-five
years or to sell the leased-fee interest to the lessee at below market value, all without requiring any
broad public purpose for the taking of private property. On a rent renegotiation, this bill
impermissibly caps and is designed to decrease the rent payable by the lessee. The bill
encourages speculative re-sales by the lessee who has taken the lessor’s land or who has obtained
the benefits of the capped rents.

The Attorney General has opined that a similar but less intrusive bill proposed by this House (HB
845) violated the Contract Clause of the United States Constitution.

No public purpose is served by H.B. 1829 and we request that it be held in committee.

567 SOUTH KING STREET, HONOLULU, HAwAI’I 96813 TELEPHONE (808)523-6368 FAx (808)541-5305
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February 13, 2012

Representative Angus McKelvey, Chair
Representative Isaac Choy, Vice Chair
House Committee on Economic Revitalization & Business

Tuesday, February 14, 2012; 8:30 AM
Hawaii State Capitol, Conference Room 312

Re: H.B. 1829 - Relating to Leases - In Opposition

Aloha Chair McKelvey, Vice Chair Choy and Members of the Committee:

My name is Jan Yokota, Vice President of the Pacific Region for Reit Management &

Research LLC, the property manager for a large owner of industrial zoned land in Mapunapuna

and Sand Island and in the James Campbell Industrial Park that leases many of its Hawaii

properties under long-term leases.

H.B. 1829 proposes to change the terms of long-term commercial and industrial ground

leases in the State of Hawaii. Among other things, H.B. 1829 would require lessors to either

extend leases for at least 35 years under rental terms set forth in this bill, or sell the fee simple

title in the leasehold property to the lessee.

H.B. 1829 violates the Contracts Clause of the U.S. Constitution and U.S. District Judge

Susan Oki Mollway’s 2010 ruling in HRPT v. Lingle. H.B. 1829 substantially impairs lease

contracts between lessors and lessees, does not state any significant and legitimate public

purpose, and does not demonstrate any reasonable and justifiable relationship between the

contractual impairment and any claimed public purpose.

Because H.B. 1829 is unconstitutional on its face, we respectfully request that the

Committee hold this Bill. Thank you for the opportunity to testify on H.B. 1829.
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February 13, 2012

VIA FACSIMILE 586-8479

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HB1829 - RELATING TO
LEASES — HEARING SCHEDULED FOR TUESDAY, 02/14/20 12,
AT 8:30 AM, STATE CAPiTOL, CONFERENCE ROOM 312

Dear Honorable Chair Angus Mckelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business;

I support passage of House Bill 1151829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

The majority of business properties are on on leasehold lands due to scarcity
of available fee simple properties. In fact studies show that 60% of
businesses are on leasehold properties. Hundreds of [eases will expire in the
very nçw future. A number of leases have already expired without the
leases being extended. This has resulted in closures of businesses that have
provided a valuable commodity to Hawaii consumers for years. Other
businesses have had to relocate at much cost due to relocation fees and cost
of reconstruction of buildings and other improvements. If lessors are
unwilling to extend leases at reasonable rents, this could result in closure of
many more.businesses since there is a scarcity of available and suitable
properties available for such businesses to relocate to. Lessors could
demand more rent than they are currently receiving as they know of the
scarcity of available land their lessees could relocate to along with the high
costs of relocation. Unfortunately this not only affects businesses but also
we the consumer because invariably the increased costs are passed on to
the consumer by increased costs of products and services.

I urge your approval of this bill.

Please approve HB1829.

Aloha,

&~w
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February 10, 2012

VIA FACSINIL~ 586-8419

Honorable Representative Angus L. K. MciKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HR1829 - RELATING TO
LEASES — HEARING ON TUESDAY, 02/14/2012. AT 8:30AM, STME CAPITOL.
CONFERENCE ROOM 312

Dear Honorable Chair angus NcKelvey, Vice Chair Isaac Choy, and
Members of the House Committee on Economic Revitalization &

Business:

: support passage of House Bill HB1829 which would require
Lessors of commercial and industrial properties to afford
Lessees the option of renewing their leases at expiration and
require in renegotiations that a rent based on fair market value
shall apply even if the value is lower than the existing rent
and the contract bars the lowering of rent upon renegotiation.

Hawaii has a very high disproportionate amount of business
properties on leasehold lands with hundreds of leases beginning
to expire in the very new future. If lessors are unwilling to
extend leases at reasonable rents, this could result in closure
of many businesses since there is a scarcity of available and
suitable properties available for such businesses to relocate
to. There would be more leases expiring as compared to the
nuither of available properties such businesses could relocate
to. This could also result in lessors charging exorbitant rents
since the lessot is currently not requires to renew leases with
current tenants and lessees would face extremely high costs in
relocation and reconstruction cost. In either case, the results
would negatively impact the consumer by increased costs of
products and services-

Please

Aloha,
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February 10, 2012
VIA FACSIMILE 586-8479

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL H81829 — RELATING TO
LEASES - HEARING SCHEDULED FOR TUESDAY, 02/14/2012,
AT 8:30 AM, STATE CAPITOL, CONFERENCE ROOM 312

Deer Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business~

PETITION:

We Support passage of House Bill HB1829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

Hawaii has a very high disproportionate amount or business properties on
leasehold lands with hundreds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result in closure of many businesses since there is a scarcity of
available and suitable properties available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
costs in relocation and reãonstnjction cost. In either case, the results would
negatively impact the consumer by increased costs of products and services.

We urge your approval of this bill.
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February lii, 201,2

VIA FACSIMILE

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Represen~~~j~~ Isaac W. Choy, Vice Chair
House Members of Commitee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL H81329 - RELATING TO
LEASES — HEaING otc TUESDAY 02114/2012 AT B:30AM, STATE CAPITOL,

CONFE~NcE ROOM 312
Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
or the House Committee on E~a-~c~ Revitalization & Business:

I support Passage of House 61K HB1829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration anc require in renegot~~~j~fl~ that a rent
based On fair market value shall apply even if the value is lower than the
existing rent and the contrad bars the lowering of rent upon renegotiation.

The majority Of business properties are on on leasehold 1and~ due to scarcity
Of available fee simple properties In fact studies show that 60% of
businesses are OP leasehold properties Hundreds of leases will expire in the
Very new future. A number of leases have already expired without the
leases being extended This has resulted in closures of businesses that have
provided a Valuable commodity to Hawajj Consumers for years. Other
businesses have had to relocate at much cost due to relocauon fees and Cost
of reconstruction of buildings and other improvements I? lesscw~ are
unwilling to extend leases a reasonable rents, this, could result in Closure of
marty more businesses since there is a scarcity of availabje and suitable
properties available for such businesses to relocate to. Lessors could
demand more rent than they are currently receiving as they know of the
Scarcity of avaflabje land their lessees coqid relocate to along with the high
cosis of relocation. Unfortunately this not only affects businesses but also
we the consumer because invariably the increased costs are passed on to
the consumer by increased costs of produc~ and services.

I urge your approval of this bill,

Please approve H51829,

AlOh6b . ..~ .

~STHONY ~t&RTY , 520 Lunajjlo Rome Road, #115, Honolulu, ill 96825
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February 10, 2012

VIA FACSIMILE 586—8479

Honorable Representative Angus L. K. Mckeivey, Chair
Honorable Represent~~rv~ Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL K81829 - REL.ATLFMG TO
LEASES — BEA1UNG ON TUESDAY, 02/14/2012, AT 8:30M1, STATE CAPITOL,
CON}EREjjCE RooM 312 -

Dear Honorable Chair Angus McKelvey, Vice Chair Lsaac Choy, and Members
of the House Committee on Economic Revitali~atjon & Susiness;

PETITIOFsJ:

We Support passage of House 8111 1181829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent arid the contract bars the lowering of rent upon renegotiation.

Hawaii has a very high disproportionate amount of business properties on
leasehold lands with hundreds of leases beginning to expire In the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result in closure of many businesses since there is a scarcit:y of
available and suitable properties available for such businesses to relocate to.
There would be more leases expiring as Compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
costs in relocation and reconstruction cost. In either case, the results would
negatively impact the consumer by increased costs of products and Services.

We urge your approval of this bill.

S~nature

•__.___
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February 1O,~ 2012

VIA FACSIMILE 586-8479

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Represent~~j~~ Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HB1829 RELATING TO
LEASES — HEA~XNG ON TUESDAY, 02/14/2012; AT 8;30AJ?f, StKUE CAPITOL,
CONFm~ENCE ROOM 312 -

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Comm iftee on Economic Revitalization & Business:

PETITION:

We support passage of House Bill H81529 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the Contract bars the lowering of rent upon renegotiation

Hawaii has a very high disprcipoftionate amount of business properties on
leasehold lands with hundreds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result in closure of many businesses since there is a scarcity of
available and suitable properties available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
Costs in relocation and reconstruction cost, In either case, the results would
negatively impact the consumer by increased costs of products and services.

We urge your approval of this bill,

rint Name ig nature
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February 10, 2012

VIA FACSIMILE 586-~479

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representatiye Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HB1829 - RELATING TO
LEASES — BEARR4G ON TUESDAY. 02/14/2012, AT 8:30AM, SThfl CAPITOL,
CONFERENCE ROOM 312

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business:

I support passage of House Bill H51829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower Lhan the
existing rent and the contract bars the lowering of rent upon renegotiation.

Hawaii has a very high disproportionate amount of business properties on
leasehold lands with hundreds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result in closure of many businesses since there is a scarcity of
available and suitable properties available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
costs in relocation and reconstruction cost. In either case, the results would
negatively impact the consumer by increased costs of products and services.

Please approve H51829.

• Aloha,

ROY P. 0. B~~579O, Honolulu, III 96823
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February 10, 2012

VIA FACSIMILE 586-8479

Honorable Representative Angus L. 1<. McKelvey, Chair
Honorable Represente~rv~ Isaac W. Choy, Vice Chair
House Members of Comrnhtee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HB1829 - RELATING TO
LEASES —REARR1G ON TUESDM, O2/14/2Q12~ AT 8:30AM. STATE CAPITOL,
COløtRENCj~ ROoM 312 -

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Comm ittee or~ Economic Revitalization & Susiness;

PETITION:

We support passage of House ~ilI 1181829 which would require Lessors of
commercial and industrial proper-lies to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

Hawaii has a very high disproportionate amount of business properties on
leasehold lands with hundreds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result in closure of many businesses since there is a scarcity of
available and suitable proper-ti~ available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
Costs in relocation anø reconstruction cost. In either case, the results would
negatively impact the consumer by increased costs of products and services.

We urge your approval of this bill.

Print Name

Th~da\chtzL45~j~37o





February 10, 2012

VIA FACSIMILE 5864419

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HB1S2Q - RELATING TO
LEASES — HEARING ON TDESDAX, 02/14/2012, AT 8:30AM, STATE C~PX7OJJ.
CONflRXNCE ROOM 312

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business:

I support passage of House Bill HB1829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

The majority of business properties are on on leasehold lands due to scarcity
of available fee simple properties. In fact studies show that 60% of
businesses are on leasehold proper-ties. Hundreds of leases will expire in the
very new future. A number of leases have already expired without the
leases being extended. This has resulted in closures of businesses that have
provided a valuable commodity to Hawaii consumers for years. Other
businesses have had to relocate at much cost due to relocation fees and cost
of reconstruction of buildings and other improvements. If lessors are
unwilling to extend leases at reasonable rents, this could result in closure of
many more businesses since there is a scarcity of available and suitable
propei-tjes available for such businesses to relocate to. Lessors could
demand more rent than they are currently receiving as they know of the
scarcity of available land their lessees could relocate to along with the high
costs of relocation. Unfortunately this not only affects businesses but also
we the consumer because invariably the increased costs are passed on to
the consumer by increased costs of products and services,

I urge your approval of this bill.

Please approve HB1S29.

~ii~ee,1729Na1u1~p1ace5ono1u1u, Hawaii 96821
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February 10, 2012

VIA FACSIMILE 586-8479

Honorable Representative Angus L, K. McKeJvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL [181829 - RELATING TO
LEASES — flEMING Ott TUESDSY3 OZ/14/2012,AT 8:aOAif, STAtE CAPITOL,
CONrgREttc~ ROoM 312

Dear Honorable Chair Angus Mckelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business:

I support passage of House Bill 1181829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the valve is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

Hawaii has a very high disproportionate amount of business properties on
leasehold lands with hundreds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonable rents, tills
could result in closure of many businesses since there is a scarcity of
available and suitable properties available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to, This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
costs in relocation and reconstruction cost. In either case, the results would
negatively impact the consumer by increased costs of products and services.

Please approve H81829.

Aloha,

4~{~ L//0t7/Tb’
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February 1O~ 2012

VI/\ FACSIMILE 536-8479

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Commiaee on Econrjjyj~c Revitalization & 8usjness

RE: TESTIMONY IN SUPPORT OF HOUSE BILL H81829 - RELATING TO
LEASES -‘ HEARING ON TUESDAY, O2/j4/zo~. At &30M(, ST&n CAPITOL,
CONFEDfl4CE ROOM 312

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business~

I support Passage of House Bill H81829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

The majority of business properties are on on leasehold lands due to scarcity
of available fee simple properties. In fact studies show that 60% of
businesses are on leasehold properties, Hundreds or leases will expire in the
very new future. A number of leases have already expired without the
leases being extended. This has resulted in closures of businesses that have
provided a valuable commodity to Hawaii consumers for years. Other
businesses have had to relocate at much cost due to relocation fees and cost
of reconstruction of buildings and other improvements. If lessors are
unwilling to extend leases at reasonable rents, this could result in closure of
many more businesses since there is a scarcity of available and suitable
properues available for such businesses to relocate to. Lessors could
demand more rent than they are currently receiving as they know of the
scarcity of available land their lessees could relocate to along with the high
costs of relocation. Unfortunately this not only affects businesses but also
we the consumer because invariably the increased costs are passed on to
the consumer by increased costs of products and services.

I urge your approval of this bill.

Please approve HB1829.

Aloha,

e~°3 J<r~p 5r-
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February 10, 2012

VIA FACSIMILE 586-8479

Honorable Representatjv~ Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HB1829 - RELAYING TO
LEASES — EEARJJ~1G ON TUESDAy, 02114/2012, AT W:30sM, StATE CAPiTOL,
CONEERfl{CE ROOM 312 -

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business:

PETITION:

We support passage of House Bill l-fB182g which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

Hawaii has a very high disproportion~~~ amount of business properties on
leasehold lands with hundreds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result in closure of many businesses since there is a scarcity of
available and suitable properties available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew (eases with current tenants and lessees would face extremely high
costs in relocation and reconstrucsjon cost. In either case, the results would
negatively impact the consumer by increased costs of products and services.

We urge your approval of this bill.

&82r- ~

Print Name Sicinature
~i5[ ML— C~tqp,
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February 10, 2012

VIA FACSIMrLE 5816-8479

Honorable~Angus L. K. McKelvey, Chair
Honorable Represen~atjv~ Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL H81829 - RELATING TO
LEASES —ERAIUNG ON TI]ESDAY, 021141Z012, AT 8:30AM, STATE CAPITOL,
~ RO(w 312

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business;

PETITION:

We support passage of House Bill HB1829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shalt apply even it the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation,

Hawaii has a very high disproportionate amount of business properties on
leasehold lands with hundftds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonabje rents, this
could result in closure of many businesses since there is a scarcity of
available and suitable properties available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
costs in relocation and reconstruction cost. In either case, the results would
negatively impact the consumer by increased costs of products and services.

We urge your approval of this bill.
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February H), 2012

VIA FACSIMILE 586-8479

Honorable Representative Angus L K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitahzatjon & Business

RE; TESTIMONy IN SUPPORT OF HOUSE BILL HB1829 - RELATING TO
LEASES — UEARING ON TOESDAT., 02114/2012, AT 8:30AM, St&TE

CAPITOL, CONFERENCE ROOM 312
Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business:

PtIITION:

We support passage of House Bill HS1829 which would require Lessors of
comrrterci~l and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value is lower than the
existing rent and the contract bars the lowering of rent upon renegotjatjQn.

Hawaii has a very high disproportion~~~ amount of business properties on
leasehold lands with hundreds of leases beginning to expire in the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result In closure of many businesses since there is a scarcity of
available and suitable properties available for such businesses to relocate to.
There would be more leases expIring as compared to the number of
available properties such businesses could relocate to. This could also result
In lessors charging exorbitant rents since the lessor is currently not requires
to renew leases with current tenants and lessees would face extremely high
costs in relocation and reconstruction cost. In either case, the results would
negatively Impact the consumer by increased costs of products and services.

we urge your approval of this bill.

~—-—---—--Sh-nt44 ‘s~,7 ftCPt~wft4.~ ~ ‘:~f c’n4
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February 10, 2012

VIA FACSIMILE 586-8479

Honorable Representative Angus L. K. McKeivey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL H81829 - RELATING TO
LEASES - UEARThG ON TUESbAY. 02114/2012, AT 8:30AM, STATE G~PITOL,
CONFERENCE ROOM 312

Dear Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members
of the House Committee on Economic Revitalization & Business:

I support passage of House Bill 1131829 which would require Lessors of
commercial and industrial properties to afford Lessees the option of
renewing their leases at expiration and require in renegotiations that a rent
based on fair market value shall apply even if the value Is lower than the
existing rent and the contract bars the lowering of rent upon renegotiation.

Hawaii has $ very high disproportionate amount of business properties on
leasehold lands with hundreds of leases beginning to expire fri the very new
future. If lessors are unwilling to extend leases at reasonable rents, this
could result In closure of many businesses since there is a scarcity of
available and suitable proper-ties available for such businesses to relocate to.
There would be more leases expiring as compared to the number of
available properties such businesses could relocate to. This could also result
in lessors charging exorbitant rents since the lessor Is currently not requires
to renew leases with current tenants and lessees would face extremely high
costs in relocation and reconstructlo,, cost. In either case, the results would
negatively Impact the consumer by increased costs of products and services.

Please approve I-1B1829.

Aloha,

Donald au, 535 Pa~ci Street. flortolulu, Ut 96616
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February 10, 2012

FEB-13-2012 09:08 From:R..TRES INC 5976055 To:95868479 Pe,e:1’l

VIA FACSIMILE 586-8479

Honorable Representative Angus L. K. McKelvey, Chair
Honorable Representative Isaac W. Choy, Vice Chair
House Members of Committee on Economic Revitalization & Business

RE: TESTIMONY IN SUPPORT OF HOUSE BILL HB1829 - RELATING TO
LEASES — HEARING SCHEDULED FOR TUESDAY, 02/14/20 12,
AT 8:30 AM, STATE CAPITOL, CONFERENCE ROOM 312

Honorable Chair Angus McKelvey, Vice Chair Isaac Choy, and Members of
the House Committee on Economic Revitalization & Business:

I ani in Full support of the passage of House Sill H51829 which would require
Lessors of commercial and industrial properties to afford Lessees the option
of renewing their leases at expiration and to require in renegotiations a rent
based on fair market value shall apply even if the value is lower than the
existing rent regardless of the current contract which may bar the lowering
of rent upon renegotiation.

Hawaii has a very high and disproportionate amount of business properties
on soon to be expired leasehold lands. If lessors are unwilling to extend
leases at reasonable rents, this may result in closure of many businesses,
due to the lack of available and suitab’e properties. It is estimated more
leases will be expiring as compared to the number of available properties
readily to relocate. This may also result in unfair practices involving lessors
charging exorbitant rents as a result of the expiring ease coupled with the
lack of available relocation properties and high cost of relocatiQn and
construction giving the lessors an unfair advantage in renegotiations. The
results would ultimately impact the consumer by increased costs of products
and services to balance the increased cost of rent.

Please approve HB1829.

John Fielding
1331-A Nalani St.
Honolulu, HI 96819
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